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Performance Evaluation of Bank’s Credit Regional Centers in Taiwan

Student: Shu-Fen Lo Advisor: Dr. Min-Chun Yu

Institute of Department of Business Administration
National Kaohsiung University of Applied Sciences

ABSTRACT

Domestic banks of Taiwan have recently established credit regional centers to
manage nearby local branches. The performance for a specific bank is previously
evaluated by the amount of loan issued in a period of time. However, conflict always
arises between loan performance and work performance. Therefore, a better
performance evaluation scheme needs to be implemented so that the performance can
be measured more objectively.

This study aims at utilizing data envelopment analysis (DEA) to investigate six
credit regional centers of a Taiwanese commercial bank. To implement DEA, salary
expenses, non-performing loans, and the number of branches are treated as input,
while the number of loans and total amount of loan issued as outputs. We further
adopted the Malmquist Productivity Index to analyze changes in productivity for each
credit regional center between 2010 and 2011, followed by applying window analysis
to determine whether the efficiency of a specific credit regional center is consistent.

The results of the research show that the overall inefficiency in each of the credit
regional centers was mainly attributed to technical inefficiency and scale inefficiency,
with incremental returns at larger scales. Moreover, efficiency in the first half of 2011
declined when compared to the second half of 2010. Judging from the average
productivity value across three continuous periods, we found that production
technologies were constantly improving, and that credit regional centers located in
central district exhibited the best productivity. Credit regional center located in Taipei
City, results in the best technical efficiency. Disctrict located in Taoyuan, Hsinchu,
and Miaoli is the most consistent in terms of performance, but incur poor technical
efficiency.

Keywords: Credit Regional Center, Performance Evaluation, Data Envelopment
Analysis, Malmquist Productivity Index, Window Analysis
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